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A Look At Ways To Make Prescription Drugs Affordable to the Americans Who Need Them

Did You Know...?

The House of Representatives
recently passed a bill opposed
by senior groups but supported
by drug companies. That's
great news for drug company
stockholders, but the bill offers
precious little help for most
South Dakota seniors(Page 2)

Drug company profit margins
are nearly six times as high as
the profit margins of the aver-
age Fortune 500 company. Low
tax rates and billions of dollars
in free taxpayer-funded re-
search haven’t convinced them
to keep prices affordable

though... (Page 3)

U.S. Senator Tim Johnson has
been working to lower prescrip-
tion drug prices for more than

ten years. (Page 3)

Americans pay the highest
prices in the world for our
medication -- several times more
than people in other countries.

(Page 4)

The Amount Spent on Prescription Drugs has
Increased Much Faster than Other Health Expenses
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Johnson’s Generic Drug Bill

Passes Senate

In late July, the United States Senate passed the Greater Access to A
fordable Pharmaceuticals Act (S.812), legislation designed to lower the cos
of prescription drugs by bringing generic drugs to the market much faster.
U.S. Senator Tim Johnson, a sponsor of the legislation, has been pressir
for it the past few years in an effort to make prescription drugs affordable
for the Americans who need them.

Generic drugs are the therapeutic equivalents of the brand-name drug
that are manufactured by a competing drug company. Because more tha
one company is selling the same compound, the competition forces bott
companies to offer the lowest possible prices. Generic equivalents typi-
cally save consumers 30% to 60% off the cost of brand-name drugs, an
studies have repeatedly demonstrated that the price of brand-name druc
drops sharply — often by half or more — as soon as a generic competito
enters the market.

Almost half of all
prescription drugs
sold in the United
States are generic
drugs, but their
lower price means’®
that generics accoun$t60
for only about 10%™ " |
of pharmaceuticalg,
spending.

Brand-name drugs4o
manufacturers dis-
like generic equiva-$30
lents because the
competition often 320
forces them to reducey,,
prices and lower
their hefty profit so
margins. Itis this fear 1°% 92
of competition that 94
has prompted more
and more pharma-
ceutical companies to file frivolous patent lawsuits, and to manipulate loop-
holes in existing law in order to protect their monopoly and enormous profit
margins for as long as possible.

Consumer groups and medical profes-
sionals encourage patients to ask for generic
equivalents because patients are able to

Prices of Brand Name Drugs Rise
Faster Than Prices of Generics
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achieve the same benefit at a fraction of the
cost.
The legislation passed by the Senate will

M Prescription Drugs

[ay
(&)

19 make it faster and easier for generic drug
companies to apply for FDA approval to mar-
ket their product, thereby reducing the
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amount of time it takes to bring a generic

drug to market. The sooner a generic drug
enters the market, the sooner patients, insur-
ers and taxpayers will be able to save money
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by choosing the lower-cost therapy. The leg-
islation will also make it harder for brand-
name manufacturers to abuse patent laws and
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drive away competition.
The legislation currently awaits action by
the House of Representatives.
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Johnson Disappointed by Inaction
on Prescription Drugs

As a national leader in the effort to add a prescription drug benefit to Med
U.S. Senator Tim Johnson pressed for passage of a Senate proposal that wa
vide guaranteed prescription drug coverage to every senior citizen who ch
participate. The proposal, known as the Graham-Miller plan, would have of
meaningful drug coverage at an affordable price to every Medicare benef
Although the proposal received 52 votes in the Senate, 60 votes were requi

passage.

In A Nutshell

Graham-Miller plan:

Unlike the House plan, which con-
tains huge gaps in coverage and
changing coinsurance levels, this
plan would:

e Provide coverage for every pre-
scription, without any deductible or
coverage gap, as a defined benefit
under Medicare.

e Cover ALL drug expenses once a
beneficiary reaches the $4,000 cata-
strophic limit for out-of-pocket costs.
e Be available for a fixed monthly
premium of only $25, with no de-
ductible.

» Offer coverage to all seniors, re-
gardless of where they live.

House plan:

Unlike the Graham-Miller plan, the
House plan has a $250 deductible
in addition to a higher monthly pre-
mium. The House plan also:

e Contains huge gaps in coverage
and changing coinsurance levels.

e Requires typical beneficiaries to
continue paying 71% of all their drug
spending.

 Forces seniors into drug HMOs --
private insurance companies that
have already proven they have little
enthusiasm to participate. Many
South Dakotans may be left without
coverage options if companies don’t
see enough profit from doing busi-
ness in rural areas.

*Premiums and benefits will vary
from region to region, so seniors in
some areas will get a better deal
than others.

The House bill provided a complicated coverage scheme that would throw &ii Lilly
estimated 56,000 South Dakota senior citizens into a “benefits hole” in which

Johnson had supported the Graham-Miller pl
as well as another compromise plan known as (
ham-Smith. Both bills were a significant im-
provement over a bill passed by the House 0
Representatives, which was written by big drug
companies for their own benefit.

Under the Graham-Miller plan that Johns
supported, Medicare beneficiaries would pay o

Taxpayers Fund M «

In 2000, the National Institutes of
Health (NIH) studied the top five
selling drugs in 1995, each of which
had more than $1 billion in sales.
In all cases, the American taxpayer
provided the bulk of the research
leading to development of these
drugs. The drug companies them-
selves, who reap 100% of the prof-
its, provided an average of only
15% of the research.

Tax

'énl

Source: Internal NIH document dated February :
Freedom of Information Act. The top five sellin
Zantac, Zovirax, Vasotec, Capoten, and Pro

a $25 monthly premium. Participants would

<

ceive coverage for every prescription filled, with-

out any deductible or coverage gap, paying as li
as a $10 copayment for each prescription. |
participant’s out-of-pocket drug costs exceed
$4,000 per year, they would not pay one additio
penny for their medication.

The plan would have offered welcome reli
for thousands of South Dakota seniors w
struggle to pay for the medication they need.

Though disappointed that the Senate failed
pass prescription drug legislation after his ye
of working on this issue, Johnson remained of
mistic and pledged to continue his work on tf
issue. Noting that the Senate had passed his le
lation to allow greater access to low-cost gene
drugs and to allow lower-cost prescription dru
from Canada to be reimported into the U.§
Johnson said, “It's a top priority of mine to mak
prescription drugs more affordable. Too ma
Americans find themselves unable to pay for {
medication they need. It’s ridiculous to allo
hardworking Americans to be exploited in way
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36%

35%

34%

32%

30%-

28%-

26%-

24%

Wholesale
& Retail |

Agriculture  Mining ~ Construc- Manufac-

tion turing

Drugs

that no other industrialized nation tolerates.”

By contrast, the House of Representatives’ bi
would have benefitted the already-lucrative b

tom line of pharmaceutical companies and gi
some politicians an opportunity to look concern
about rising drug costs, but it was an ineffecti
bill that did too little for average American s
niors.

continue to pay premiums and high drug costs without receiving any benefits

prescription drug expenses total $2,001 - $3,700 ($4,800 in total spending) per ve@nson & Johnson
Furthermore, it did not guarantee coverage to anyone, and the premiums a
efits would vary from region to region. Though some South Dakotans may be ar%gs?

to get the limited coverage offered by the House plan, their monthly premiunis'#€"
might be higher than people living in other areas, and their coverage may not

good.

“People living on a fixed income can't play those kinds of guessing games

d

e Revent
Amgen $4.0 bill
$11.5 bill

Forest Laboratories $1.2 hill
s $33.0 bill
Merck $47.7 bill
$32.3 hill

Pharmacia $19.3 bill
Wit%chering-PIough $9.8 billi

their health,” Johnson said. “South Dakota seniors need to know how much thBirug Industry Average:

premiums will be and what expenses will be coverEidey deserve straight an-
swers, and they also deserve to have coverage that is every bit as good as coyg
age offered to people living in Texas or New York or Florid&.

Johnson pledges to continue pressing for meaningful prescription drug co
for senior citizens, as well as affordable pharmaceutical prices for all America

Tim Johnson on Social Security:

Opposes privatization:

No benefit cuts.
who have earned them.

Budget Discipline:

Tax-free benefits:
Security benefits.

depend on whether Enron’s stock goes up or down.

Benefits should be assured for all Americans

We need to make wise tax and budget
choices with the federal treasury today, because the trust fund
will be challenged when the Baby Boom generation retires.

Johnson voted to repeal the tax on Social

Social Security benefits shouldn’t

Fortune 500 Average:

“Revenue” means net sales and other earnings for the las
taxes divided by total sales for the prior 12 months.
Sources: Business Week, Kaiser Family Foundation

Top Salary And Benefit Package

Company (
Forest Labs Howard:
IDEC Pharmaceuticals William |
Pfizer Henry A
Amgen Kevin W
Abbott Laboratories Miles D.

Average Salary of a South Dakota w
Average annual Social Security bend

Source: Forbes, Social Security Administration, South
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X Rates Than Other Industries

In addition to billions
of dollars in free, tax-
payer-funded re-
search, the pharma-
ceutical industry en-
joys much lower ef-
fective tax rates than
other industries.
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Source: Congressional
Research Service, 2002

Finance, Services All
nsurance Industries
& Real
Estate
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e Net Profit Margin
on 28.4%
on 22.3%
on 23.0%
on 17.8%
on 14.5%
on 25.0%
on 13.5%
on 19.3%
18.5%
3.3%

12 months. “Net Profit Margin” is net income after

s of Drug Company Executives
Total Annual
_EO Compensation
Solomon $148.5 million
4. Rastetter $27.9 million
McKinnell $23.8 million
Sharer $12.9 million
White $8.5 million
ker: $25,599
for a South Dakota retiree: $9,288
Dakota Department of Labor

U.S. Senator Tim Johnson:
Working for Affordable Medicine

for More than a Decade

It's been more than a decade since Tim Johnson helped write his
first piece of legislation designed to drive down the price of pre-
scription drugs for working Americans. Serving in the U.S. Hquse
of Representatives in 1992, Johnson helped sponsor legislation to
help put an end to price-gouging by pharmaceutical companies.

Although he didn’t know it at the time.
crafting this legislation marked the st
of a decade-long odyssey to make
scription drugs affordable for all Ame
cans. Now a Senator, Johnson has bec
a national leader in the fight for fair phi
maceutical prices. Twice in the past y¢
he was selected to provide his party’s
sponse to the President’s weekly radio
dress, and each time he has chosen
scription drug prices as the subject of
message to the nation. It's an issue
cares deeply about.

“I worry that we’re becoming a natic
of ‘haves’ and‘have nots’'- those who have
prescription drug coverage, and those who are left behind tg fend
for themselves,” Johnson saidlt’ s alarming how many honest,
hardworkingAmericans suddenly find themselves sliding into the
‘have not'category — and through no fault of their owiney worked
all their lives and paid their taxe$heir only crime is growing old
or getting sick.”

It is the letters and phone calls he gets from South Dakotans that
energize Johnson to keep working on this issue. “l get letters|from
elderly couples who take turns getting their prescriptions filled be-
cause they can't afford medication for both of their illnesses, and |
hear from people who cut their pills in half to make them last longer.
| will never give up the fight to help those people get the medica-

tion they need. Every American
I—— \vho has worked hard all their livess,

“I worry that we're  paid their taxes, and put a little
becoming a nation of money aside for retirement shoyld

‘ , ‘ not suffer the indignity of losin
haves’ and ‘have everything they’ve worked for just

nots'— those who haveecause they need medicine.”
prescription drug It's not just the elderly wh

worry about this issue. Many of
coverage, and those the calls and letters Johnson gets

who are left behind...”are from young and middle-agéd
—U.S. Senator Tim Johnson ~ people who watch their aging par-
I cnts struggle with tough choices:
which one of their prescriptions
they can afford to have refilled this month... whether to pay the
light bill or buy their heart medication.
“No one inAmerica should have to go through that,” Johnson
added. “And no one should have to watch their parents go through
it, either.”

Sen. Tim Johnson

Share Your Story!

If you, or someone you know, has faced tough
decisions because of rising prescription drug prices,
contact Senator Tim Johnson’s office. You can call toll-

free from anywhere in South Dakota:

1-800-537-0025




Why Canada?

On : i Much attention has been fo-
cused on the cost of prescrip-
tion drugs in other countries,

It's expensive to be an American these days. We pay the highest prices in

the world for medication, and those prices are only getting highktean- compared with the much higher
while, drug companies sell the exact same products overseas for a fraction of PrIC€S We pay In the United
the price they charge here. States. Many seniors, as well

as people of all ages who have
serious illnesses, go to Canada
or other countries to purchase
their prescription medication.

Americans subsidize the pharmaceutical industry by covering much of the
that goes into research and development through taxpayer-funded grants a
breaks for pharmaceutical companies. We also subsidize the rest of the w
health care, by paying top dollar for our medication. The higher prices we P
allow pharmaceutical companies to sell their drugs overseas for a fraction ¢ Medication in every other coun-
costs, without having to sacrifice their lucrative financial positib®. Senator Y COSts a fraction of what we
Tim Johnson says that amounts to discrimination against Americans simply P&y in the United States.
because theyare Americans, and it's a slap in the face to the hardworking

Americans whose tax dollars helped develop those drugs. . 17%
For years, U.S. Senator Tim Johnson has been working with colleagues Changes in
both political parties in sponsoring legislation that would lower drug prices fo the
Americans by allowing pharmacists and wholesalers to reimport drugs tha: Wholesale
been manufactured in the United States and shipped oveBydaringing those Cost of
drugs back into the U.S. from countries where drugs are sold at much lower .
prices, those savings could be passed along to consumers. On avera Prescrip-
Johnson’s proposal would lower the cost of a prescription by nearly 40%. tion Drugs
A similar measure was passed in 2000 and signed into law by then-Pre: during 2001
Clinton. Unfortunately, the incoming Bush administration balked at the idea,
Health and Human Services Secretary Tommy Thompson refused to imple
the new law. However, as drug prices have continued to skyrocket beyon
means of many Americans, elected officials are beginning to see the wisdc
Johnson’s early efforts on this issue.
Johnson sponsored legislation passed by the Senate earlier this year that
allow reimportation of FDA-approved prescription drugs from Canada. This ci
cut the cost of drugs by more than half, making lower prices available to all An
cans at their local pharmacy. The legislation currently awaits action by the H 0.1%
of Representatives. 170
Senator Johnson remains committed to the notion that Americans shou Canada U.S.

treated fairly, and continues to work with a bipartisan group of Senators to
legislation that will help make medication, including medicines developed  source: Patented Medicine Price Review
American tax dollars, affordable to all Americans who need them. Board’s 2001 Annual Report and Scripps

How Much More Do We Pay?

If Americans pay an average of $1.00 for a pharmaceutical
product, that same product would have a much lower average Share Your Story!
cost in other industrialized nations.

) _ FRANCE

$1.00 N I
CANADA

|I'l'l 59¢

NP ENGLAND 7%
63¢

If you, or someone you know,
has faced difficulty because of
rising drug costs, contact U.S.
Senator Tim Johnson’s office

toll-free from anywhere in
South Dakota:

1-800-537-0025

ITALY
50¢

Or, visit his website:

Source: Based on the Patented Medicine Prices Review Board, 2001 Annual Report. Prices htth//JOhnSOH.Senate.gov
are converted to U.S. currency for comparison purposes.




